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Abstract In this paper we find that public investment in durable goods has
a positive effect on long-term economic performance in Portugal. We also
find that these positive effects are not strong enough for public investment
to pay for itself in the form of future tax revenues. Therefore, cuts in public
investment in durable goods, although costly in terms of long-term economic
performance seem to be an effective way of alleviating pressure on the public
budget. It is important to note, however, that this general result contrasts
sharply with the evidence found in this paper for public investment in equip-
ment, a small component of public investment in durable goods, as well as with
evidence elsewhere for public investment in transportation infrastructures. For
these, the effects on output are strong enough for public investment to pay
for itself. Therefore, cuts in these two types of public investment, would have
negative long-term economic effects as well as negative long-term budgetary
effects. Clearly, not all public investment is created equal.
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